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The Bahamas: Key Economic Indicators 


(Money values in U.S. $ millions, expect where noted) 
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POPULATION, PRODUCTION AND INCOME 


Population 
GDP (current) 
Per capita GDP (current, in dollars) 


MONEY AND PRICES 
M 
Central Bank Discount Rate 
Prime Rate 
Retail Price (1971=100) 


BALANCE OF PAYMENTS AND TRADE 





Net Change International Reserves 
(increase = debit) 

Current Account Balance 

Exports (non-oil) 

(U.S. 

Imports (incl. oi] for local 
consumption) 

(U.S.) 

National Debt 


GOVERNMENT BUDGET 


Revenues 

Expenditures 

Debt Service 

Debt Service Ratio (%) 


TOURISM 
Arrivals (millions) 
Expenditures 


222,000 
1,730 
7,882 


10.1 


- 8.4 
225.1 
(144.1) 
801.4 


(443.9) 
426,454 


1984 % change 


227,550 
1,810 
7,954 


- 34.3 
261.9 
(159.9) 
854.4 


(546.3) 
443 ,433 





SUMMARY . 


The Bahamian economy continued to expand in 1984, with gross 
domestic product (GDP) growing about 3 percent on the strength of 
record increases in tourism and construction. Tourist arrivals hit 
2.32 million, with $801.5 million generated by tourist expenditures, 
while construction continued the boom of 1983. The drastic 
reduction in production by the Bahamas Oil Refinery Company (BORCO) 
obscured a noteworthy expansion of non-oil exports. The monetary 
policy of the Government of The Bahamas was disciplined and remained 
committed to monetary stability, but credit continued to flow 
towards consumption, not production. Inflation remained low at 4.6 
percent. 


Available information regarding 1985 economic performance 
continues the positive trend of 1984. Tourism remains ahead of the 
record pace of 1984, and tourist expenditures could reach $900 
million. Agricultural production appears to be expanding slightly, 
although it will supply only about 20 percent of total food 
requirements. Non-oil exports are out pacing their 1984 levels, 
domestic oi] consumption has slowed, and private capital is 
reflowing towards The Bahamas, pointing towards a comfortable 
balance of payments situation. 


The Bahamas presents numerous trade and investment opportuni- 
ties for U.S. business, as it is one of the more prosperous nations 
in the region, with tastes and consumption patterns similar to the 
United States, and is actively seeking foreign investment in several 
areas. The United States is already the major trading partner for 
The Bahamas, with U.S. exports exceeding $540 million. Good trade 
prospects continue for food, chemicals, metal products, furniture 
and general merchandise. Additional opportunities in 
telecommunications may be possible if improvement projects announced 
by the Government of The Bahamas are actually implemented. U.S. 
investment in The Bahamas is expanding, especially in agriculture 
and agro-industry, with recent announce-ments of two joint ventures 
with the Government of the Bahamas one a $50 million citrus 
project, the other a poultry processing plant. Investment 
opportunities include agroindustry (citrus and avocado), food 
processing (seafood), electronic assembly, and tourism-related 
souvenirs. 


I. Current Economic Situation and Trends 


A. National Production 


The Bahamas is a stable upper middle income developing nation 
whose economy is based principally on tourism and offshore banking. 
Industry and agriculture play much smaller roles in comparison. 
Growth in the gross domestic product during 1970's remained in the 
10-15 percent range, but has slowed somewhat in the 1980's toa 
steady 3-4 percent. The Bahamian GDP was estimated at $1.81 billion 
in 1984, up slightly more than 3 percent over comparable 1983 
figures. Per capita income for 1984 was estimated at $7,954 
slightly above 1983 estimates. Tourism, traditionally 40-50 percent 
of the GDP, continued to dominate the economy, although production 
increases were noted in the smaller segments of the economy. 
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1984 was a banner year for Bahamian tourism, as records were 
established in nearly every category. Arrivals for both cruise and 
stopover tourists totalled 2.32 million, generating an estimated 
$801.5 million in visitor expenditures; these figures were up about 
4 percent over the previous year. The tourism increase was due to a 
number of factors, including the entrance of the Cable Beach Hotel 
complex into full operation, which expanded hotel capacity by 11 
percent on New Providence, the expansion of cruise lines operations 
and the increase in airline service, principally Delta and 
Bahamasair. TWA has recently begun service to Nassau and Freeport. 
Tourism has continued to fare well in 1985, as available figures 
through June show tourist arrivals 15 percent ahead of figures for 
1984. Ministry of Tourism projections for the full year show a 4.5 
percent increase in tourist arrivals, approximately 2.56 million 
visitors. 1985 tourist expenditures could hit the $900 million mark 
based on recent expenditures patterns. U.S. visitors account for 
about 90 percent of total tourist arrivals. 


The banking and finance sector is characterized as the second 
pillar of the Bahamian economy. The Bahamas is considered the 
largest Eurolending center outside London, with about 10 percent of 
the global Euromarket and about two-thirds of Euromarket loans held 
by U.S. bank branches in the Caribbean. In recent times, banking 
has accounted for roughly 7 percent of the GDP. Expenditures by 
financial institutions in 1983 were an estimated $117.7 million and 
$131.5 million in 1984, including salaries, acquisition, 
construction or rental of office space, and government fees (license 
and registration fees, stamp duties, and work permits). 
Approximately 3,000 persons were employed by the 354 banks and trust 
companies currently represented in the country. 


The industrial sector was sluggish in 1984, as the Bahamas Oi] 
Refining Company (BORCO) further reduced its production in the face 
of wavering world demand for petroleum. By mid-1985, the refinery 
had ceased production altogether. BORCO activity has been reduced 
to distribution of petroleum products to supply local demand. Low 
world market demand also forced the closing of a local cement 
company. 


However, several industrial sub-sectors experienced growth, in 
some cases, up to 20 percent per Central Bank estimates. Rum and 
pharmaceutical production, in particular, led industrial growth, 
with some slight increase in salt production and local light 
industry. Local light industry includes soft drinks, purified 
water, household chemicals, food processing, paints and leather 
goods. 


Construction continued to increase in 1984, continuing the boom 
begun in 1983. 1984 construction permits and starts increased 34 
percent and 25 percent, respectively, over comparable 1983 figures; 
the combined value of these two categories totalled $350 million. 
The vast majority of building starts were for residential housing 
versus commercial buildings. Construction completions were valued 
at $75 million, the second highest level recorded in this category 
since 1978. 
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The agricultural sector has always been relatively small and 
contributed an estimated 5 percent of GDP in 1984. Although The 
Bahamas produces a variety of agricultural goods, including poultry, 
citrus, papaya, avocado, tomatoes, peppers and cucumbers, local 
sources only supplied about $30 million (7 percent) of the estimated 
$180 million food bill in 1984. The 1985 food bill is estimated at 
$250 million and local agriculture is projected to supply about $50 
million of the total, reflecting a slight increase in local 
capacity. Two U.S. investments in agriculture were made in 1985; 
both were joint ven-tures with the Government of the Bahamas. The 
first is a $50 million citrus project in Abaco, which will send its 
produce to processors in Florida, while the second is a poultry 
processing plant in Eleuthera. The projects are expected to 
generate about 200-300 jobs on those islands. 


The fishing sector remains undeveloped, with the Government of 
The Bahamas estimating that only 10-25 percent of the marine 
resource is being harvested. Spiny lobster is the primary marine 
resource now being utilized, with 1985 production estimated at 6 
million pounds and valued at just over $13 million. Small-scale 
experiments in fish-farming (tilapia) are also underway. Estimates 
of other shellfish and scale fish tonnage were not available, 
although conch, grouper and snapper form a major portion of the 
local diet. 


B. Balance of Payments and Trade 


The Bahamas has generally enjoyed a favorable balance of 
payments position, and has seen a surplus in 4 of the past 5 years. 
According to latest Central Bank figures, the current account 
deficit deepened in 1984, to $34.3 million, from a 1983 deficit of 
$8.4 million. This was due primarily to a widening of the trade 
deficit, a reduction in the surplus in the services account and a 
decline in net receipts under transfers. The visible trade gap 
widened by $16.2 million in 1984, as the 16 percent increase of 
merchandise exports to $261.9 million was offset by the 6.6 percent 
increase in imports to $854.4 million. Non-oil exports to the U.S. 
accounted for 61 percent of total Bahamian non-oil exports, and 
consisted mostly of chemicals, shellfish, non-metallic minerals, 
fruits and vegetables and drawback operations. Imports (including 
oil for local consumption) from the U.S. were 64 percent of total 
imports, and consisted mostly of petroleum products, chemicals, 
motor vehicles, furniture, paper and aircraft. As noted earlier, 
earnings from tourism increased about 4 percent to $801.5 million in 
1984. The capital account posted a deficit of $16.6 million, 
compared to a year-earlier surplus of $15.5 million. This 
reflected, by and large, the reduction in public sector inflows, 
following the completion of the Cable Beach Hotel project. Private 
long-term capital movements resulted in a net outflow of $10.2 
million, as contrasted with a net inflow of $2.7 million in 1983. 


Available figures for 1985 indicate that the current account 
through June is registering a surplus, albeit smaller than 1984, 
sparked by a 17 percent increase in exports ($151.8 million versus 
$129.5 million in 1984), a 12 percent decline in overall oil 
consumption and an increase in net transfer inflows. The capital 
account is in surplus by $16 million, contrasting with the 1984 
deficit of the same size. The turnaround appears due to private 
long-term investment which registered a surplus of $18.7 million 
versus a deficit of $11.8 million in 1984. 
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THE BAHAMAS - BALANCE OF PAYMENTS 
1983-1984 
(millions of dollars) 


1983 


I Current Account -8. 


A. Merchandise Trade 
1. (Exports) 
2. (Imports) 


B. Services 


C. Transfers 


II Capital Account 


Private Long Term 

Public Corporations 

Government 

Net Errors 

Commercial Banks (net) 

Other Financial Institutions 

(net) 

Change in International Reserves 

(increase equals debit) 





C. Fiscal Policy 


Recognized internationally as a tax haven, The Bahamas does not 
impose taxes on personal income, corporations, capital gains, 
inheritance, estates, or sales. However, government revenues are 
obtained from other sources, principally import taxes, which account 
for over half of total Government of The Bahamas revenues. Other 
revenue sources include business licenses, gambling and property 
taxes and harbor and airport fees. Government revenues in 1984 were 
estimated at $325.7 million, about 9 percent higher than 1983 
levels, but about 8 percent less than originally projected for 
1984. The increase was due »rincipally to an increase in import, 
excise and property taxes and additional receipts from the U. S. 
Government for the AUTEC testing facility. Expenditures, 
meanwhile, in 1984, increased $23.8 million to $338 million. All of 
the increase went to current costs, principally salary increases 
(government employs about 16 percent of the total work force), as 
Capital expenditures actually decreased. The overall budgetary 
deficit was reduced to $20.37 million, down from $68.41 million in 
1983. The deficit was largely financed through domestic long-term 
borrowing (registered stocks). Government also had recourse to 
short-term borrowing from the banking system. 


Available data for 1985 shows revenues through June at $169.1 
million, up about 4 percent over comparable 1984 levels, due 
principally to a 26 percent increase in tax revenues. This reflects 
the government's decision to raise import, property, and gasoline 
excise taxes and to implement the tax on gross insurance premiums 
introduced in 1984. Current expenditures to date have increased at 
a faster rate than revenues, and at $169.1 million, are up 6.4 
percent over 1984 figures. Capital expenditures have increased by 
one-third over 1984. The 1985 budget in general reveals an added 
emphasis on education, health and police services, while the capital 
expenditures show an increase in public works and housing projects. 


D. Monetary Policy 


Central Bank actions in the economy are governed by a strong 
belief in strict discipline to create monetary stability and a 
strong balance of payments. In general, the Central Bank has tried 
to encourage commercial banks to lend more to the production sectors 
and less to consumers, while characterizing that effort as one 
mostly of moral suasion. The Central Bank also has followed an 
informal policy regarding interest rates designed to maintain The 
Bahamas in an advantageous position relative to the United States, 
keeping the local rates in parallel line with movements in the 
United States. Ml rose approximately $51.4 million (28.7 percent) 
to $230 million in 1984 and commercial bank liquidity remained 
relatively high throughout the year. The Central Bank discount rate 
was raised by 1/2 percent to 9.5 percent in 1984, but was reduced to 
8.5 percent in May, 1985. Domestic credit was increased by $30.5 
million during 1984, but the expansion was smaller than that seen in 
1983. Personal loans continue to dominate the credit picture, 
increasing to claim 40.5 percent of total credit. Tourism also 
increased its share of credit, but most other sectors, including 
government, remained at 1983 levels or actually decreased. 





E. Inflation and Employment 


The overall consumer price index rose 4.6 percent in 1984, as 
compared with a 3.5 percent inflation rate in 1983. This rise in 
prices has been linked to price increases in the United States. 

Food prices remained relatively stable over the year, rising at less 
than the overall price index, but sharper increases were noted for 
health care products, recreation and transport. Data through March 
1985 shows a 4 percent rise in overall consumer price index. 
Employment statistics are spotty and inconsistent, but estimates 
place the labor force at about 108,000 and unemployment in the 17-22 
percent range. 


II. IMPLICATIONS FOR U.S. BUSINESS 
A. TRADE 


The United States will undoubtedly remain the major trading 
partner of The Bahamas, despite an expanding trade relationship with 
Europe, principally the United Kingdom. The U.S. market share of 
Bahamian imports ($546 million in 1984) has been in the 60 percent 
range with food and manufactured goods such as metal products, 
chemicals, furniture and general merchandise heading the list in 
1985. Best prospects for U.S. exports remain foodstuffs, consumer 
durables, hotel and restaurant equipment and building materials, 
especially if recently announced expansions in telecommunications 
can be funded by the Government of The Bahamas. 


B. INVESTMENT 


A combination of unique international and domestic incentives 
and excellent infrastructure make The Bahamas an attractive 
investment location. The Bahamas became a beneficiary of the 
Caribbean Basin Initiative in March, 1985, and is thus eligible to 
export a wide range of locally-produced items duty and quota-free to 
the United States for the 12-year period of the program. The 
Bahamas is also a beneficiary of the Lome Convention and is thus 
eligible for similar duty-free exports to Europe. This duty-free 
access can extend comparative advantages for a number of products, 
especially agro-industry, assembly and light manufacturing. 


American investors in most fields are eligible for Overseas 
Private Investment Corporation (OPIC) risk insurance against 
expropriation, war, insurrection and inconvertibility of foreign 
exchange. In addition, OPIC offers direct financing and loan 
guarantee programs. OPIC also maintains a computerized Investment 
Opportunity Bank which seeks to identify and match potential foreign 
investment projects with U.S. investors seeking opportunities in The 
Bahamas and other nations. Further information on OPIC programs can 
be obtained at the Embassy or at OPIC (see addresses below). 


Beyond the well-known tax advantages of The Bahamas, several 
investment incentive packages are offered by the Bahamian Government 
to attract industry. Through the Industries Encouragement Act, the 
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Hotels Encouragement Act, the Agricultural Manufacturing Act, the 
Tariff Act and the Free Trade Zone Act, the Government of The 
Bahamas provides relief from customs duties, on raw materials, 
machinery and building materials in each respective area of 
activity. The Free Trade Zone Act goes beyond the others in that it 
includes relief from stamp duties and export fees. 


Given the openness of the economy, investment opportunities 
abound in The Bahamas for both import-substitution and export 
products, running the gamut of the productive sectors. Particularly 
attractive opportunities include, agro-industry (citrus and 
avocado), food processing (including seafood). assembly operations 
(air conditioners, refrigerators, and electronics), pharmaceuticals, 
and souvenirs related to tourism. 


FURTHER INFORMATION 


United States Government 
U.S. Embassy 
Mosmar Bldg., Queen St. 
P.O. Box N 8197 
Nassau, Bahamas 
(809) 322-1181 





U.S. Department of Commerce 
Ms. Libby Roper 

Desk Officer for The Bahamas 
Room 4320 

Washington, D.C. 20230 
(202) 377-2527 


Overseas Private Investment Corporation 
1129 20th St. N.W. 

Washington, D.C. 20527 

(202) 653-2925 


Bahamian Government 
Embassy of The Bahamas 
600 New Hampshire Ave., N.W. 
Washington, D.C. 20037 
(202) 338-3940 





Bahamas Consulate 

1 Dag Hammerskjold Plaza 
New York, N.Y. 10017 
(212) 759-7942 


Bahamas Consulate 
Ingraham Building 

25 S.E. Second Avenue 
Miami, Fl. 33131 
(305) 373-6295 


Ministry of Economic Affairs 
P.O. Box N 3034 
Nassau, Bahamas 
(809) 322-8064 


Bahamas Agricultural and Industrial Corporation 
P.O. Box N 4940 

Nassau, Bahamas 

(809) 322-3740 

or 

821 United Nations Plaza 

6th Floor 

New York, New York 10017 

attention: Anthony Pratt 

(212) 754-4398 


CHAMBER OF COMMERCE 


Bahamas Chamber of Commerce 
P.O. Box N 665 
Nassau, Bahamas 
(809) 322-2145 





ARE YOU READY 
FOR THE BIGGEST 
CUSTOMER 
IN THE 
WORLD? 


No matter how small your firm 
or specialized your product, you 
just might be making something 
the U.S. Government needs. And 
if you're selling, we could be buy- 
ing. 

Or, we could be selling to you. 
Government surplus is often avail- 
able at bargain prices—and can 
include anything from box cars to 


typewriters. 
All over the country, firms like 


yours are doing business with us. 
Shouldn’t you be? Find out what 
we're buying and selling—every 
day—by subscribing to Commerce 
Business Daily, the Department of 
Commerce publication for busi- 
nesses interested in selling to, buy- 
ing from, or making business pro- 
posals to the Federal Government. 

Get the latest information on 
e requests for bids and propos- 
als @ procurement reserved for 
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| Mail this Reservation NOW to: Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 
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Gentlemen: Please start my subscription to Commerce Business Daily (catalogue #C57. 20). 


Enclosed is my check payable to the Superintendent of Documents for $ 


Charge my Deposit Account NO. ...... 


1 Year 


eee ee 


0 First Class $160. 0 Second Class $81. 


6 Months DO First Class $88. 0 Second Class $45. 


City, State, ZIP 


small businesses e prime contracts 
awarded e contractors seeking sub- 
contract assistance upcoming 
sales of surplus property. 

In addition, Commerce Business 
Daily regularly lists research and 
development leads and informa- 
tion on foreign business oppor- 
tunities. 


Fill in the order blank to start 
your subscription today. : 


L 


Wo Order. Send remittance with full mailing address to the Superintendent of Documents. Government Printing Office, Washington, DC 20402. Tel 202/783-3238. Purchase order must 
be accompanied by payment. Make checks payable to Superintendent of Documents. Visa or Master Charge also acceptable. Allow approximately 6 weeks for delivery of first issue 





Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 

A subscript‘sn to BUSINESS 
AMERICA wi at our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 
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I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 
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can cail with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
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intendent of Documents. 


C] Charge my VISA or MasterCard No. 
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